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[bookmark: _Toc236869503]1.0 Introduction
Digital commerce has revolutionized how small and medium sized businesses interact with their customers, manage their supply chains and plan their everyday customer interaction in the UK. These markets, which had a strong reliance on in-store sales, are now part of a platform economy, and independent retailers, service providers and micro-producers are increasingly being attracted to the same digital economy that hitherto has catered only to large urban brands. This trend is indicative of a larger shift towards digital tactics for survival among SMEs, as posited by Mishrif and Khan (2023). Today, cloud, mobile commerce and low-end analytics tools put sophisticated capabilities at the fingertips of smaller companies, and the pandemic has proven to be a permanent enabler for these activities.
It is based on the 5-stage Design Thinking process (Empathise, Define, Ideate, Prototype and Test) that has been widely promoted by the Stanford d.school tradition, and that has developed in modern innovation scholarship. The framework is here interpreted as a way of thinking about the assessment scenario and not as a set of steps to follow. Task 1 will map user pains, search gaps, technological enablers and potential for scalability and sustainability to identify the most promising opportunity areas for innovation and new ventures in the United Kingdom. Task 2 then builds upon a problem statement to formulate a specific venture concept and ultimately a minimum viable product (MVP) and a process of testing and iteration, as proposed by Jaskyte and Liedtka (2022).
[bookmark: _Toc236869504]2.0 Task 1: Opportunity Areas in the UK Market through a Design Thinking Lens
[bookmark: _Toc236869505]2.1 Design Thinking as an Analytical Lens for Opportunity Discovery
Design Thinking is a human-centred approach to innovation that is best understood as a combination of empathy, abductive reasoning, iterative experimentation and visual thinking. It is not about optimising in the frame, but about reframing things to be able to see new solution spaces. Magistretti et al. (2022) conceptualize it as a dynamic capability for innovation because its unique value added lies on how it connects with organisational renewal on the micro level of routines. The framework forces an entrepreneur to identify innovation space in the lived frictions of a particular group of stakeholders, and not from the supposedly average user. This mindset is helpful for discovering opportunities in a rapidly evolving digital economy when viewed through the lens of the assessment brief.
The Design Thinking lens can also support balancing the three canonical elements of desirability, feasibility and viability. Desirability is about whether or not an opportunity addresses a real user pain point, feasibility about whether or not current technology / organisational capability is able to support an opportunity, and viability about whether a sustainable business model can be built around an opportunity. The three-part lens ensures analysts have multiple views held in tension with each other, and it helps them avoid getting too early on board with “cool” but unsubstantiated ideas. Entrepreneurial designers that alternate between these three lenses are likely to create an entrepreneurial venture that lasts, but not just gets started (Klenner et al., 2022). The assessment scenario, with this lens, identifies six broad opportunity areas, which will be explored in the rest of Task 1 using the four dimensions requested in the brief. Table 1 provides a summary of the above opportunity areas that are discussed and are later depicted in Figure 1.
	Opportunity area
	User pain resolved
	Key enabler
	Scalability signal

	Integrated SME digital operations platform
	Fragmented tooling across payments, bookings and delivery
	Mobile-first cloud APIs and open banking
	Modular design and multi-tenant SaaS economics

	Rural last-mile parcel micro-hubs
	Missed deliveries and long return journeys in rural areas
	Crowd-sourced logistics and route optimisation
	Replicable hub model across postcodes

	Hyperlocal social commerce enablement
	Independent traders lacking discoverability
	Social platform integrations and messaging APIs
	Network effects around community demand

	Unified digital payment aggregator
	High card fees and settlement delays for micro-merchants
	Open banking, QR standards and account-to-account rails
	Low marginal cost per additional merchant

	Retail inventory and CRM software
	Weak visibility over stock and customer histories
	Affordable SaaS and lightweight analytics
	Standardised feature set across sectors

	Sustainable delivery routing platform
	Rising delivery emissions and cost pressure
	AI routing, electric vehicles and consolidated deliveries
	Alignment with net-zero regulatory trajectory


Table 1: Overview of opportunity areas in the UK digital transformation landscape.
[bookmark: _Toc236869506]2.2 User Pain Points
The three key areas of pain points arising from the scenario fall on small merchants, suburban and rural consumers and last-mile delivery partners. Retailers flag an ongoing problem in disconnecting the various tools on the Web used for payments, bookings, marketing and keeping track of stock. Beyond this, many owners seem to experience a sense of feeling overwhelmed by the technology rather than empowered by it – as evidenced recently by Hiziroglu et al. (2024)'s research on SME digital transformation. Even for a micro-business, the consumer wants an easy online cruise to a checkout — and anything related to the payment process, delivery transparency or returns will soon lead to a cart that's left behind and lost return sales. All of these hassles can result in a cognitive cost that eventually offsets the perceived monetary gains of an "all-digital" future, which is where user-centred discovery can help provide analytical value.
The physical infrastructure that is used for receiving parcels in rural areas is not as developed as in metropolitan areas, compounding the pain points faced by rural consumers. The Last-Mile Delivery: The Future Unpacked survey released by DS Smith (2025) found that failure rates for delivery in hard-to-reach postcodes are a persistent challenge in the operation of deliveries. Much of the burden falls on delivery partners themselves, as gig-economy couriers are also often the ones who spend uncompensated time on futile redelivery attempts for authentication codes or on unproductive journeys to complete a single delivery. Such free touches only make margins in the industry even tighter. In the Design Thinking context, these frictions aren't just pain-in-the-neck, but rather indicators of unmet need for a solution that reduces the cost, time and cognitive load.
[bookmark: _Toc236869507]2.3 Market Gaps
There are also a number of market opportunities under the surface, which can lead to viable new businesses. The first gap is the lack of an affordable, integrated digital operations tool solution built for the small British companies, where most existing solutions are geared towards an enterprise customer with technology teams. The Department for Business and Trade Final Report on the SME Digital Adoption Taskforce (2025) verifies that there are many small businesses in Britain whose digital journey is often overglorified and where they have a gap between the aspiration and the action. Often existing tools are seen as costly, bloated, easy to adopt and a stubborn ceiling to the level of adoption can be meaningfully addressed by new ventures. One associated difficulty is the lack of utilising customer-relationship-management and enterprise-resource-planning tools at micro-firms, thereby limiting the base for analysis to support growth.
The other gap is in last mile delivery in rural areas, where major carriers are focussed around major urban routes, leaving suburban and remote postcodes under-served. Understandably, many independent operators struggle to offer competitive rates and/or ensure delivery within deadlines, with Kaplan and Heaslip (2024) examining sustainable last-mile logistics models. The third gap is payments – with micro-merchants still paying disproportionately high fees for accepting cards and account-to-account rails available via open banking still not being packaged and made accessible for the corner-shop owner or the market trader to use. The fourth, less discussed, gap relates to the ability to find independent traders via social platforms and the fact that social shopfronts (e.g., Instagram or WhatsApp) create genuine transactional demand, but are not yet equipped with tools to translate social "head" into robust orders. Combined, these gaps suggest that the best opportunities involve bringing together previously siloed tasks and functions instead of introducing one new app for each new function into a software portfolio.
[bookmark: _Toc236869508]2.4 Technological Enablers
There has been a significant advancement in the last three years, with the technological enablers that will make these opportunities possible becoming more mature. Cloud-based software-as-a-service (SaaS) platforms can now enable thousands of ‘micro-merchants’ to be supported at low marginal cost, and open banking application programming interfaces (APIs) provide a regulated pathway to move money from account to account—without the need for a card network. This move to enabling infrastructure is correlated with tangible improvements in SME innovation capacity by the recent evidence provided by Trivedi and Pistrui (2024). AI is now part of the mainstream productivity and logistics and marketing tools, enabling small businesses to benefit from route optimisation, demand forecasting and content creation, once the preserve of big businesses. This maturing enabling infrastructure brings down the technical barrier to a new business and makes it more possible than two years ago to execute small-team operations successfully.
Since 2023, full-fibre (FTTH) adoption has been steadily increasing in the United Kingdom, with the Connected Nations UK Report 2025 (Ofcom 2025) revealing over 87 per cent of premises are covered by gigabit-capable networks. This connectivity underpinning is a key enabler for cloud services and real-time delivery coordination, and represents an additional boost to the viability of enterprises and small businesses in rural and suburban areas compared to 10 years ago. Mobile-first payments standards and QR-code acceptance are already mature, adding an extra level of technological readiness. They have got used to contactless and mobile payments and are more inclined to scan codes to make a purchase at stand-alone retailers and stalls. Crowd-sourced logistics platforms have also been able to show that non-professional couriers can be matched up and paid for in large enough numbers for last-mile delivery, when algorithms for matching up deliveries and pricing are robust enough.
[bookmark: _Toc236869509]2.5 Scalability and Sustainability Potential
Scalability of an opportunity is the ability for a solution to reach further across postcodes, sectors and merchant sizes and still not increase the operating cost proportionately. Additionally, it relies upon the improvement of unit economics with an increase in user numbers, as Kim and Jin (2024) link with the digitalisation of SMEs and dynamic-capability development. This is an area where multi-tenant software platforms and aggregators can excel as the cost of adding another micro merchant is low once the necessary platform has been created. Last mile logistics scores worse, as it is limited by their geographic density of demand, and the availability of couriers. Those limitations can be partially mitigated with a hub-and-spoke model that makes use of micro-hubs, local delivery agents and route optimisation—and is now increasingly viewed as the model for the sector's operations.
Sustainability factors are also crucial: delivery emissions are not a side issue with the increasing levels of consumer demand and the United Kingdom's journey to net-zero. Circular design principles have become key enablers for sustainable business model innovation (Bocken et al., 2023) and this directly affects the way in which a new venture is designed from the ground-up. Combined shipping, eco-friendly methods and returnable packaging solutions can all be practical steps taken to make the venture more sustainable to these expectations. Circular thinking also opens up the possibility of creating retention mechanisms, where customers are given incentives to return packaging, delay orders or bundle orders within the same household. In combination, scalability and sustainability serve as a filter that distills economic and environmental sense out of businesses with only short-term legs.
[bookmark: _Toc236869510]2.6 Justification of Priority Opportunities
These evaluations culminate in a prioritisation as described below and illustrated in Figure 1, that shows each opportunity in relation to market attractiveness and feasibility with the size of the bubble indicating the level of scalability potential. The ones that are most advanced are located in the top-right corner of the matrix, specifically the integrated SME digital operations platform, the unified digital payment aggregator and the rural last-mile micro-hub concept. The technology adoption evidence collected across the UK as part of the recent OECD (2026) review indicates real potential for the SMEs to grow, if solutions are accessible and accessible, in terms of cost. Task 2 takes the top three chosen ideas and through the 5 steps of Design Thinking will develop one of them into a specific idea for a venture – the integrated digital operations platform for independent merchants.
 
[image: The image is a priority matrix for UK SME digital transformation opportunities, categorized by feasibility (technical, operational, and financial) and market attractiveness (demand strength and growth potential), with different initiatives like digital operations platforms, rural delivery hubs, and retail software ranked accordingly.
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Figure 1: Opportunity prioritisation matrix — plotting six opportunity areas against market attractiveness, feasibility and scalability.
[bookmark: _Toc236869511]3.0 Task 2: Applying Design Thinking to a New Venture Concept
The venture concept that emerged from Task 2 is a digitally-enabled operations platform called MerchantMesh which will be mobile-first. It is aimed at providing a centralised platform for payments, local delivery bookings, social commerce integration and more for independent merchants and service providers in the United Kingdom. Rather than a pipeline, the five stages of Design Thinking are used in the following sections to illustrate the iterative and non-sequential nature of the concept, while highlighting the importance of each stage. However, Liedtka and Locatelli (2023) warn that mechanical usage of the stages may jeopardize the value imparted by the framework and this is taken seriously in the design of the process below. This is depicted in Figure 2 which presents the overall logic and the role of test activity as an ongoing activity throughout all four other activities.
[bookmark: _Toc236869512]3.1 Empathise
The Empathise stage starts by systematically surfacing user experience with three main user groups - independent merchants, their customers and their delivery partners. Around 30 micro-business owners from three London Boroughs and two market towns in the East Midlands would be interviewed, with many of these at their place of business and using a messaging-app diary study, as well as observational visits to their business premises. The specific aim would be to create empathy maps that would let us understand what these owners say, do, think and feel in a normal day's operation. Empathy work has been shown to lose value if it becomes a list of interview quotes as in the study of Carlgren and BenMahmoud-Jouini (2022) on frictions when implementing DT. Specifically, what it does do is help designers to question their notions of the user and their objectives. The customers would be targeted through partner shops and also using specific social-media advertising in postcodes with a mix of urban and rural properties, and the journey taken would be mapped over the customer journey.
Delivery partners would be accessed via a combination of ‘gig economy' driver networks and small regional courier companies, and through the delivery angle when attempted deliveries fail or are not cost-effective. The focus is in line with concerns expressed by Mohammad et al. (2023), in their systematic review of last-mile delivery services (LMDS), who argues that these moments are the point of maximum pain for LMDS users. The empathy work would intentionally focus on the marginal users as that is where the innovation opportunities lie the most, where the current solutions don't do the best in the market. The results of this stage would feed into the creation of three composite personas, three journey maps and at least twenty verbatim quotes from users capturing the emotional register of current experience, to form a portfolio. This synthesis is used for the raw material at the Define stage.
[bookmark: _Toc236869513]3.2 Define
The Define stage defines the problem statement from the raw empathy material to provide the basis for the rest of the process. The statement is that independent merchants or micro-service providers in the United Kingdom can't easily give their customers a modern digital experience as the tools to handle payments, bookings, local delivery and even social commerce remain spread out among various vendors, designed to be accessible to larger businesses, and are cognitively complex to implement. The Enterprise Research Centre (2024), in its Small Business Britain report, have recently provided proof that this issue is resilient throughout the SME base in Britain. This framing sets up the next ideation process and is intentionally narrow enough to focus subsequent ideation, but wide enough to allow for multiple pathways to solution. This reflects that "problem framing is at the center of successful innovation" is one of the tenets of the Design Thinking approach.
During the Define stage, a set of PVs (point of view statements) that convert persona pain into design opportunity is also generated. One such statement is: “As a market trader, you should have a solution to turn your Instagram followers into safe, paid orders since the fragmented conversation with them through messages is cumbersome, susceptible to payment issues and time-consuming.” The second states that if consumers in the countryside are ordering from independent retailers, they're going to need them to deliver parcels the first time, or suffer from a loss of faith in local shopping and return to the bigger online marketplaces. A third states the issue as: "The self-employed courier working suburban routes wants to guarantee himself some income without having to invest in unpaid hours due to drop failures. These statements inform the ideation process that follows, and can be used to define standards by which the prototypes will be compared to the user desirability criteria later in the process. They also help move the design task into the tangible realm for a small founding team, while not providing specific solutions.
[bookmark: _Toc236869514]3.3 Ideate
The Ideate stage starts with brainstorming activities, with cross-functional participants from software engineering, retail operations, behavioural science and from the merchant community itself, and involves divergent ideation. It then moves towards the convergence by using structured approaches like dot voting, impact-effort matrices and the desirability-feasibility-viability triad. In the words of Clemente-Almendros et al. (2024), SME digital transformation is not only about technology but also about managerial attributes; consequently, the involvement of various perspectives in the ideation process, as opposed to ideation in a homogeneous team of individuals, is beneficial. Fundamentally, over sixty different candidate ideas would be created among five thematic clusters: payment simplification, appointment and booking coordination, local delivery orchestration, social commerce integration and merchant learning support. Ideas would be evaluated based on the empathy findings and the problem statement, and not based on personal enthusiasm.
	Cluster
	Representative idea
	Priority score

	Payment simplification
	Merchant QR wallet with open-banking settlement
	High: strong desirability, feasible now

	Booking coordination
	Unified calendar for appointments and virtual consultations
	High: clear pain relief for service providers

	Local delivery orchestration
	Multi-carrier booking with rural micro-hub option
	Medium: strong desirability, complex feasibility

	Social commerce integration
	One-tap conversion of Instagram or WhatsApp messages into orders
	High: distinctive value for micro-traders

	Merchant learning support
	In-app coaching prompts and peer benchmarking
	Medium: value for retention rather than acquisition


Table 2: Ideation clusters mapped to representative ideas and priority scores.
The chosen set of concept clusters for prototyping is the top four priority clusters put together in one mobile first platform. On a single dashboard, merchants would view everything related to payments, bookings, delivery and social commerce - earning light-touch coaching prompts throughout the process. This is a composite concept that has good points against the desirability, feasibility and viability triad, and has an identified user pain and already mature technologies. There would be small per-transaction fees, and optional extra modules could be offered to the top line merchants, and the pricing would ensure that the platform would be available to firms who today, for whatever reason, are unwilling to purchase enterprise level products. According to Kallmuenzer et al. (2025), this is the type of affordability signal that is as important for adoption in SMEs, as is the richness of features. The idea also fits with sustainability concerns as the delivery orchestration piece also merges trips and gives merchants the opportunity to choose routes with lower carbon footprints.
[bookmark: _Toc236869515]3.4 Prototype: Minimum Viable Product
The prototype is a minimum viable product (MVP) provided in the form of a progressive web application (PWA). This option enables the venture to update quickly without having to wait for app-store approvals and can be utilized on lower end Android devices which are still in use with smaller businesses. The MVP offers a small subset of features identified as part of the ideation phase to allow for learning in a meaningful way within a 12 week timeframe of the pilot. As mentioned by Ratchford et al., (2023), retail digitisation is no longer a one-off event, so the need for a lean prototype of the idea, with a learning orientation is emphasised, rather than a fully-featured launch. The full set of initial features and the corresponding problem the user wants to solve using the features are shown in table 3.
	MVP feature
	User problem addressed
	Technical approach

	Merchant QR wallet
	High card fees and slow settlement for micro-merchants
	Open banking APIs with instant account-to-account settlement

	Unified bookings calendar
	Missed appointments and double bookings across channels
	Cloud-hosted calendar synced across web, SMS and social channels

	Delivery orchestration
	Rural delivery failures and unpredictable courier costs
	Multi-carrier API layer with optional micro-hub pickup points

	Social order capture
	Loss of orders in messy WhatsApp and Instagram threads
	Messaging integrations that convert chats into structured orders

	Coaching prompts
	Weak confidence in digital operations among owners
	Contextual nudges based on merchant activity data


Table 3: MerchantMesh minimum viable product feature specification.
The prototype should be created by a small, cross-functional team and be built using as much well-known open source components as possible, in order to minimize the initial capital outlay, with a focus on lightweight, cloud-native infrastructure. It's designed to be simple, with only a handful of well-chosen features. The design thinking approach is most effective when it is used as a way to develop capabilities in an incremental manner, which influences the release plan sequence, as demonstrated by Oliveira et al. (2024). When designing the prototype, sustainability is integrated throughout the entire process, and when deliveries are orchestrated, an estimated carbon footprint is surfaced to each delivery option and a suggestion is made for merchants to bundle deliveries where feasible. Coaching prompts also encourage merchants to move toward the more efficient routing options but won't do so at the expense of imposing them on the merchant. The MVP design attitude ensures that the MVP is a useful product to test with users, not the first time of creating an end product.
[bookmark: _Toc236869516]3.5 Test and Refine
The Test stage is a structured pilot programme with a duration of 12 weeks in two London Boroughs and one market town in the East Midlands, which will include forty merchant partners distributes across retail, service and food sectors. Tests are conducted, and include both structured user interviews and task-based usability testing, as well as post-consumer in-app analytics and A/B testing of key areas of the app, including onboarding, first payment and first delivery booking. As with their case, Taimur and Onuki (2022) show how design thinking, as 'a transformative pedagogy of continuous learning', can be used, and in this instance, to the venture team itself, who require iterations of their understanding as user data is gathered. The main testing modes and the questions they aim to answer, and the criteria used to make decisions about progressing, on iteration or dropping are summarised in Table 4.
	Testing mode
	Question addressed
	Progression criterion

	Structured interviews
	Do merchants feel the platform addresses their pain?
	Positive sentiment from at least seventy per cent of participants

	Task-based usability
	Can new users complete key tasks unaided?
	Completion rate above eighty per cent within two attempts

	In-app analytics
	Do merchants use the platform repeatedly?
	At least three active sessions per week per merchant

	A/B testing of flows
	Which design variant improves conversion?
	Statistically significant uplift in the target flow

	Delivery pilot feedback
	Does the rural micro-hub option reduce failed deliveries?
	Failure rate reduced by at least a third relative to baseline


Table 4: Testing and refinement plan for the MerchantMesh minimum viable product.
The review points are set to fortnightly reviews, where the venture team and the pilot and independent design researchers who are merchant advocates for the venture make the decisions about refinement. Because of this governance, decisions are made based on what they can find out from three different sources and not the excitement of the founding group. If the feature fails to meet its criterion, it is redesigned, retested and only decided upon to be dropped. This aligns with Jaskyte and Liedtka's (2022) empirical studies on the outcomes of DT, which shows the importance of iteration compared to committing to any one thing too early. The features that are successful are pushed to a larger scale rollout and those that are still not clear are returned to the empathise phase and further explored in context with the users. It is a continuous process and a learning system as illustrated by Figure 2 in which the venture itself is not the final product.
 
[image: The image illustrates the Design Thinking iterative cycle applied to the venture concept, featuring steps like empathizing with users, prototyping and testing, defining the problem, and ideating solutions such as a unified mobile platform for payments, delivery, and bookings.
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Figure 2: Design Thinking iterative cycle applied to the MerchantMesh venture concept.
[bookmark: _Toc236869517]4.0 Conclusion
This portfolio has set out the justments that the increase in digital commerce has brought to United Kingdom during the latest period, and argued that these opportunity areas could better be analysed from a human centrist viewpoint of Design Thinking, not just a market centrist or technology centrist viewpoint. Task 1 quantified and narrowed down the six opportunities identified and prioritised those in the top right quadrant of the market attractiveness and feasibility matrix, an integrated digital operations platform for independent merchants in the United Kingdom being the highest prioritised opportunity. Task 2 then gave him a little more focus in the form of a venture idea, following each of the five Design Thinking stages in a process consistent with the iterative, evidence-based nature of Design Thinking. This produce the MerchantMesh concept, a feasible, viable, and desirable answer to the enigma of digital transformation for SMEs in the United Kingdom, through combining Empathy, Disciplined Problem Framing, Structured Ideation, Tightly Scoped Prototyping and Rigorous Testing.
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Figure 1: Opportunity prioritisation matrix for UK SME digital transformation
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Figure 2: Design Thinking iterative cycle applied to the venture concept
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